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CONGO: KEY ECONOMIC INDICATORS 
(in millions of current U.S. dollars unless otherwise noted) 


(est. ) 


1987 1991 
DOMESTIC ECONOMY 


Est. Population (millions) 2.06 2.35 
GDP 2,009 2,365 
GDP per capita 975 1,006 
Inflation (%) i.2 -0.6 


BALANCE OF PAYMENTS 

Exports Si7 
Imports 504 
Trade Balance i2 
Current Account Balance -222 


Debt Service % of Exports 51% 
Public Debt to GDP Ratio 1.51 
Gross Official Reserves Fae 


Average Exchange Rate 301 
(CFA = US $1.00) 


U.S.-CONGOLESE TRADE 

U.S. exports to Congo 20 12 90 
U.S. imports from Congo 375 506 414 
Trade Balance -355 -494 -324 
U.S. share of Congo imports 3.9% 2.5% 12.8% 
U.S. share of Congo exports 49.9% 55.6% 38.2% 


PETROLEUM PRODUCTION (millions of metric tons) 


Crude 6.115 6.787 teers 4+«ta6 Vétog 
Refined Petroleum Products 0.245 0.412 0.501 0.527 0.484 


Principal U.S. Exports: 


Oil field equipment, rice, construction materials, transport 
vessels, and engine parts. 


Principal U.S. Imports: 


Crude oil, other petroleum, diamonds, tropical woods and lumber, 
statues and sculptures, and collectors items. 


Sources: Congo Ministry of Finance, Planning and Economy; 
International Monetary Fund; and U.S. Department of Commerce. 





SUMMARY 


The Congo is a small country about the size of New Mexico located in west- 
central Africa. Its sparse population of approximately 2 million is 
concentrated in the southwestern portion of the country, leaving the vast 
areas of tropical jungle in the north virtually uninhabited. Some 85 percent 
of the Congolese people live in the capital city of Brazzaville, the Atlantic 
port city and economic center of Pointe-Noire, or along the 332 mile (535 km) 
railway connecting the two cities. 


The Congo is in the midst of a dramatic political evolution from single-party 
Marxist rule to a multiparty democracy and is currently ruled by a 
transitional government. The transition has been difficult, but remarkably 
nonviolent. The primary vehicle of the transition was a National Conference 
which was convened in February 1991 and ended three months later with the 
selection of a transitional government. This government was given a mandate 
to serve for one year during which it would organize and conduct public 
elections and install the first democratically elected government in the 
Congo. Several rounds of local and ligislative elections have already been 


held, and presidential elections are now expected to be completed by the end 
of August 1992. 


PART A -— CURRENT ECONOMIC SITUATION AND TRENDS 


During the Marxist rule, local enterprise was discouraged, inefficient 
parastatals created, and government revenues used to finance bloated 
consumption, administration, and social services. These socialist policies 
failed to achieve economic independence or sustained growth; instead, they 
overstretched public finances and destroyed productivity. 


For many years, Congo's answer to its economic problems has been international 
borrowing. During the oil boom of the early 1980s, Congo borrowed heavily 
against future earnings to finance ambitious development programs. Since the 
collapse of world petroleum prices in the mid-1980s, Congo's debt burden has 
doubled, and its per capita debt is now among the highest in the world. In 
late 1990, Congo could no longer meet its debt service obligations, forcing 
international financial institutions to halt all lending to the Congo in 1991. 
All International Monetary Fund (IMF) and World Bank programs have since 
remained suspended pending Congo's payment of over $30 million of overdue 
financial obligations and adoption of a structural adjustment program. Most 
local observers agree that there is little prospect for such action before 
upcoming elections are completed, as political maneuvering has led to 
increased government spending. 


Despite the current focus on political and electoral developments in the 
Congo, economic activities are playing an increasingly important role in the 
Congolese transition to democracy and capitalism. In many sectors, the 
Marxism of the past never had a stronghold, and in others, communist ideology 
has quickly given way to economic reality. In the petroleum sector, for 
instance, the Congo has for many years welcomed the presence of foreign 
companies. A new interest in increasing free competition has opened the door 
to more American firms, both as primary operators and as providers of support 
services. Increasingly, popular sentiment is demanding transparency and free 
competition. Congolese leaders have responded to demands for economic change 
by passing reforms to liberalize the economy. These include plans for 
privatization of parastatals and recent reforms in the investment code. 


PRODUCTION AND INCOME 


The Congo still has not fully recovered from the oil price collapse of the 
mid-1980s which caused a 25 percent drop in gross domestic product (GDP). 
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Although modest gains have been registered in recent years, it is estimated 
that GDP fell slightly in 1991. Much of Congo's recent economic growth has 
been fueled by large increases in government spending. Almost half of the 
country's salaried employees work for the government, whose payroll increased 
by 60 percent in 1991. Despite attempts to encourage diversification and 
industrial development, Congo's productive base still relies primarily on the 
capital-intensive petroleum industry. 


PRINCIPAL SECTORS 


Petroleum: In 1991 the oil sector provided over 80 percent of Congo's export 
earnings and half of its government revenues. Production averaged almost 
160,000 barrels per day (bpd) for 1991, and is expected to reach 200,000 bpd 
during 1992. Congo's known oil reserves are estimated at some 340 million 
barrels. With several future development initiatives in the works, Congolese 
oil production may climb as high as 250,000 bpd by the mid-1990s. Efforts to 
reform and restructure Hydrocongo, the state-run oil company, have thus far 
been unsuccessful because of labor opposition to layoffs and powerful, 
resistance to calls for transparency. 


Two European firms, Elf-Congo and Agip-Congo, dominate the Congo's oil sector 
with a combined share of over 90 percent of the country's oil production. 
However, since the mid-1980s, U.S. firms have benefited from a government 
effort to diversify its foreign oil partners. Six American oil companies -- 
Amoco, Apache, Arco, Chevron, Citizens Energy, and Conoco -- currently have 
active interests in the Congo. In June 1991, Amoco became the first American 
company to begin production. Their offshore oil field currently produces 
about 10,000 bpd and is expected to produce as much as 40,000 bpd by 1993. 


Forestry: With 60 percent of Congolese lands covered by forests, this sector 
holds much economic potential. Eucalyptus and pine are raised commercially in 
coastal and southern Congo, while tropical hardwoods are found in the huge 
northern rainforests as well as, to a lesser extent, in the Mayombe forest in 
southwestern Congo. In 1990, total timber production exceeded 830,000 cubic 
meters. The forestry sector has traditionally been a major source of export 
earnings for the Congo and still is second only to petroleum exports, but its 
contribution to GDP remains quite small at 3 percent. The forestry sector has 
been a victim of persistent neglect in the Congo, particularly during the 
years of the oil boom. It continues to be plagued with serious problems such 
as isolated harvestable tracts, difficult weather conditions, and limited rail 
transport capacity. There is one U.S. investment in this sector, a wood 
treatment plant which produces utility poles from harvested eucalyptus trees. 


Minerals: Development of the Congo's sizeable mineral reserves has all but 
ceased in recent years, leaving this sector greatly underexploited. Reserves 
include potash, phosphates, natural gas, iron ore, zinc, lead, copper, gold, 
and diamonds. Potash was the Congo's major export earner in the early 1970s, 
with an annual output of 450,000 metric tons (MT), but production ceased after 
the mine was flooded in 1977 and has not resumed despite positive feasibility 
studies and offshore deposits estimated at 4.5 million MT. Congo also has 
estimated iron ore reserves of 1 billion MT. With potash, copper, lead, and 
zinc mines shut down, recent production has been limited to scattered 
artisanal mining of gold and diamonds. Profitable exploitation of Congo's 


mineral resources demands local capital, higher world prices, and 
infrastructural improvements. 


The U.S. Trade Development Program has financed a feasibility study which is 
studying the possibility of tapping into unused natural and associated gases, 
byproducts of offshore oil development, for manufacture of ammonia and urea 


fertilizers. The fertilizer produced would satisfy domestic agricultural needs 
and provide a valuable export commodity. 
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Industry and Commerce: Basic manufacturing is limited in the Congo, but it 
does have a few light industries, which include wood processing, soap, sugar, 
yoghurt, palm oil, bottled beverages, cement, textiles, cigarettes, and 
petroleum refining. However, industrial output has been declining in recent 
years and currently contributes less than 7 percent to GDP. Many of the 
larger manufacturing companies are state owned, but are now being privatized. 
Production of cement and sugar has already been transferred to private hands. 
Commerce is still controlled primarily by foreign interests. European 
expatriates tend to dominate wholesale and trading companies, and West African 
and Lebanese traders run a large proportion of import-export firms. The 
Congolese themselves are generally inexperienced in commercial dealings and 


reluctant to enter the merchant trade which they tend to regard as socially 
unappealing. 


Agriculture: Despite its potentially crucial role in economic development, 
this sector has also been neglected and currently contributes less that 10 
percent to GDP. Once-important cash crop exports -- coffee, cocoa, and 
tobacco -- have all declined sharply. Cassava (manioc) is the principal 
agricultural product, while rice, corn, peanuts, and vegetables are produced 
in small amounts using traditional farming methods. Although Congo has 
considerable agricultural potential, less than 1 percent of the land is 


currently cultivated, and the Congo continues to rely on imports for more than 
70 percent of its food needs. 


Rural population has dropped from 80 percent in 1960 to less than 30 percent 
today. Over the past five years, the Congolese Government has taken positive 
action to encourage agricultural development by abolishing state marketing 
boards and retail monopolies, freeing prices, removing tariffs on essential 
inputs, launching new agricultural credit institutions, and selling or closing 
most state farms. Overall agricultural production has increased, but per 
capita production has fallen, and it is unlikely that the Congo will meet its 
goal of agricultural self-sufficiency by the year 2000. 


INFRASTRUCTURE 


Transportation: The Congo plays an important regional role in Central 
Africa's transportation network, providing crucial river and rail links to the 
coast. The Congo's interlocking railways, port, and river routes are managed 
by the state-run Transcongolese Transportation Agency (ATC). 


The Congo's superior deep-water ocean port at Pointe-Noire is under- 

utilized, averaging little more than 10 million metric tons of merchandise 
traffic per year, of which 70 percent is petroleum exports. Because the Congo 
River is unnavigable south of Brazzaville, the 330 mile Congo-Ocean Railway is 
a critical thoroughfare, but has been plagued with inefficiencies and severe 
capacity constraints, which have led to some of the highest freight costs in 
Africa. The Congo's road system is poorly developed, making much of its rural 
population heavily reliant upon the 2,300 miles of inland water routes along 
the Congo River and its tributaries. All of the Congo's transportation 


infrastructure has suffered from physical deterioration, which causes delays 
and increases costs. 


Despite an ailing overland transportation system, transportation by air is 
quite good. Congo is served by 10 international air carriers and benefits 
from an extensive airline connections to Europe, South Africa, and other 
African destinations. The national carrier, Lina Congo, holds a monopoly on 
domestic air service and offers some short-haul regional flights, but it 
suffers from debt, overstaffing, and high costs. 


Communications: The Congo has reliable overseas direct dial phone and fax 
communication links in its major cities. Congo's earth satellite can handle 
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6,250 lines and two television channels. The state broadcasting authority 
transmits over both medium- and short-wave radio and offers one television 
channel. 


Foreign magazines and newspapers are widely available, and the Congolese press 
has blossomed since political reforms began in 1991. Local journalists now 
report freely and openly without threat of the stifling state censure of the 
past. International mail is reliable for letters, although not for parcels; 
however, domestic service is often slow and problematic. Express courier 
service is available for urgent documents between Pointe-Noire and Brazzaville 
as well as internationally. Facsimile machines are increasingly prevalent. 


Money and Banking: The Congo is a member of the CFA Franc Zone, which 
embraces 14 countries in the region. The CFA franc is essentially a hard 
currency, as it is pegged to the French franc at a fixed rate of 50 to 1. The 
government is still a majority owner of all commercial banks in the Congo, 
although proposed reforms and restructuring may force the government to loosen 
its grip on the banking sector. While competent in trade finance, Congolese 
banks are often expensive, slow, and dominated by French interests. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


INTERNATIONAL TRADE 


The Congo remains heavily dependent on foreign imports. In recent years, 
imports have represented over 70 percent of private consumption. Machines and 
appliances, construction materials, chemical products, vehicles and other 
transportation equipment, foodstuffs, and a wide variety of consumer goods are 
imported. France supplies over 40 percent of Congo,s imports while the 
European Community as a whole provides over two-thirds. However, the American 
share of the small Congolese market is growing. Imports from the United 
States shot up in 1990, due mainly to a sharp rise in the importation of 
drilling and surveying equipment needed to support stepped-up development in 
American-run oil fields. Yet, promising figures for 1991 show that U.S. 
imports may have staying power in the Congo, potentially winning a permanently 
larger share of total imports. Also expanding are imports from Asia, which 
offers aggressively competitive product pricing, and South Africa, whose 
political reforms have led to expanded commercial ties in the Congo. 


Apart from petroleum products, which comprise 75 percent of its total exports, 
the Congo also exports timber, gemstones, industrial diamonds sugar, cocoa, 
and coffee. The United States has traditionally been Congo's best customer, 
purchasing nearly half of its total exports, which U.S. products make up a 
maximum of 10 percent of Congo's total imports. One of the primary reasons 
for this uneven flow is American demand for Congolese oil, which normally 
represents 90-95 percent of Congolese exports to the United States. This 
tendency is unlikely to change, but the balance of trade between the United 


States and Congo may even out slightly as more American products penetrate 
Congolese markets. 


OPPORTUNITIES FOR U.S. BUSINESS 


Opportunities for immediate export gains to Congo are marginal due to the 
traditional dominance of European firms, the well-established presence of West 
African and Lebanese traders, the continued economic recession in both the 
United States and the Congo, and the added political risk of Congo's 
transition to democracy. However, once a definitive, democratically elected 
government is in place, several factors favor an increasingly positive climate 
for U.S. businesses, including economic liberalization (such as recent reforms 
of the Congo's foreign investment laws), a favorable image of the United 
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States, a stable U.S. dollar/CFA franc exchange rate, and good regional 
transportation and commerce links. 


Indeed, both the government and the Congolese people are openly enthusiastic 
toward U.S. private participation in the Congolese economy. Still, important 
obstacles to investment remain, that is, very high labor costs, militant 
Marxist-inspired trade unions, and a Labor Code dating from the mid-1970s 
which disproportionately favors labor at management's expense. Hopes are high 
that the legislature will act soon to reform the outdated code. Nevertheless, 
as both a developing economy and a highly urbanized society with sophisticated 
tastes, the Congo offers many market opportunities. 


U.S. firms seeking a presence in the Congo should consider negotiating 
representation agreements with local firms, which offer extensive market 
knowledge, experience, and key contacts. Although U.S. products have a strong 
reputation for quality, the lack of spare parts and after-sale service is a 
handicap that must be addressed. 


Best Prospects: The principal market opportunities for U.S. business include: 
small-scale agricultural equipment, fertilizers, and insecticides; basic 
agricultural commodities, animal feed, seeds, and as processed foodstuffs; 
food processing and packaging equipment; vehicles; logging and forestry 
equipment; hand tools; and general machinery and appliances adapted to Congo's 
220 volt, 50 cycle current. 


Markets in oil field drilling and surveying equipment, parts, and services 
have and will continue to expand as American-run petroleum operations multiply 
and move into production. Growth may also be expected in sales opportunities 
for American consumer goods (for example, food products, cosmetics, office 
equipment, clothing, consumer electronics, and home fixtures) among the 
Congolese upper and middle classes as well as the expatriate community, but 
these markets remain dissuasively small. 


Investment Opportunities: As reforms and restructuring open up certain 


sectors to private participation, Congo has potential in banking, forestry, 
light manufacturing, food processing, tourism (especially eco-tourism), 
transportation (primarily road construction), mining, and energy production 
and distribution. However, such major project opportunities will only become 
available in these sectors if they can attract investment capital and long- 
term loans, both of which have been extremely limited in recent months due to 
the Congolese Government's serious debt arrears with international lenders. 


Announced intentions to privatize public sector enterprises and reform of the 
Congo's investment code have signaled Congo's active encouragement of foreign 
direct investment and, more generally, a larger role for private enterprise in 
the Congolese economy. A recently adopted economic stabilization program 
envisions the restructuring and privatization of several key sectors, 
including, specifically, petroleum distribution and refining, transportation 
and ports, electrical and water utilities, postal services and 
telecommunications, and banking. These reforms are likely to move slowly and 
fall far short of full privatization, but nonetheless present interesting 
potential opportunities for American business. 


The interim Congolese Government and legislature also recently undertook to 
rewrite old investment laws which had for years been rife with internal 
contradictions. As incentives for potential investors, the new law provides 
customs reductions and exemptions, tax breaks, and minimized regulatory 
hassles. The underlying hope is that private sector investment will help pull 
the Congo out of the economic quagmire created by decades of corruption, 
Marxist central planning, and mismanagement. 
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Although eager to acquire American partners, Congolese businesspeople and 
government officials are generally unfamiliar with foreign direct investment; 
the need to aggressively market investment opportunities is rarely 
appreciated; and proposals are often lacking in detailed information. 
Initiative usually depends upon the interested outsider. 


Cultural and Logistical Challenges: U.S. firms wishing to pursue business 
prospects in the Congo must be prepared to address the following issues: 


o French: Despite a growing interest in English, very few Congolese are able 
to communicate effectively in anything but French or African languages. Firms 
which can communicate in French and have French promotional or technical 
materials have a decided edge. 


o Complicated Bureaucratic Practices: Genuine interest in attracting foreign 
investment has resulted in only limited headway toward simplifying the 
labyrinthine administrative practices of the Congo. Companies should count on 
devoting 50 to 100 percent more time than would be expected in industrialized 
countries for the negotiating and clearing processes. 


© Need for Local Presence: Because local support services for American 
products are often unreliable or unobtainable, continuing contacts, local 
representation, and after-sales service and spare parts are critical. 


o Transportation Costs: United States exports to Congo are delivered 
primarily through established transportation links via Europe, adding 
significant shipping costs not borne by European products. 


Limited Congolese Contacts in U.S.: Few Congolese reside in the United States. 
Congo has diplomatic missions in both New York (United Nations) and 
Washington, but resource constraints and language barriers hinder their 
ability to respond to commercial inquiries. 


o Small Markets: Congo's sales prospects are proportionate to a country with 
a population of less than 2.2 million and a small middle class. Given this 
limited market size, many U.S. companies are reluctant to pursue business 


opportunities or even take steps to meet existing demand for American 
products. 





